Proper analysis and distribution of commercial expenses by Illinois Manufacturers\u27 Costs Association
University of Mississippi
eGrove
Publications of Accounting Associations, Societies,
and Institutes Accounting Archive
1924
Proper analysis and distribution of commercial
expenses
Illinois Manufacturers' Costs Association
Follow this and additional works at: https://egrove.olemiss.edu/acct_inst
This Article is brought to you for free and open access by the Accounting Archive at eGrove. It has been accepted for inclusion in Publications of
Accounting Associations, Societies, and Institutes by an authorized administrator of eGrove. For more information, please contact
egrove@olemiss.edu.
Recommended Citation
Illinois Manufacturers' Costs Association, "Proper analysis and distribution of commercial expenses" (1924). Publications of Accounting
Associations, Societies, and Institutes. 40.
https://egrove.olemiss.edu/acct_inst/40
The Proper Analysis and 
Distribution of 
Commercial Expenses
Illinois M anufacturers' Costs Association 
231 South La Salle Street 
CHICAGO
THE PROPER ANALYSIS AND 
DISTRIBUTION OF 
COMMERCIAL EXPENSES 
Illinois M a n u f a c t u r e r s ' Cos ts Associat ion 
231 Sou th La Salle S t r ee t 
CHICAGO 
THE PROPER ANALYSIS AND 
DISTRIBUTION OF 
COMMERCIAL EXPENSES 
COPYRIGHT 1924 
BY 
Illinois Manufacturers' Costs Association 
Report of 
Committee on Commercial Expenses 
T. P. HAMILTON, Chairman, Bauer & Black, Chicago 
ALBERT T. BACON, Albert T. Bacon & Co., Chicago 
W. RAY COLSON, U. O. Colson Co., Paris 
J. J. CUNNINGHAM, Titchener Diehl Co., Chicago 
W. F. FIELDER, Yellow Cab Mfg. Co., Chicago 
R. G. FULLER, Tallman Robbins & Co., Chicago 
L. M. GAUNTLETT, Edison Electric Appliance Co., Chicago 
PAUL W. HANCE, Alward-Anderson-Southard Co., Chicago 
D. W. HAYNES, Metal Specialties Mfg. Co., Chicago 
W. G. HUFFMAN, Morgan Sash & Door Co., Chicago 
H. W. JARROW, D. W. Bosley Co., Chicago 
DAN LEWIS, Sugar Creek Creamery Co., Danville 
MISS M. E. LEVERENS, B. S. Pearsall Butter Co., Elgin 
J. O. McKINSEY, University of Chicago, Chicago 
F. J. SCHLATTER, Keystone Steel & Wire Co., Peoria 
E. A. SIEBERT, F. B. Redington Co., Chicago 
MYRLE TROUP, Burton-Dixie Corp., Chicago 
GEO. J. WARMBOLD, Jr., American Printing Ink Co., Chicago 
COMMERCIAL EXPENSES 
CONTENTS 
Page 
Foreword 5 
Delivery 7 
Advertising 10 
Selling 13 
Administration 15 
Combining the Expenses 17 
Chart I. Accounting Control—Delivery Expense 9 
II. " " —Advertising " 12 
III . " " —Selling " 14 
IV. " " —Administration 16 
V. Cost and Profit Data—Standard Products 18 
VI. Territory Profit Record 19 
VII. Individual Profit Record 20 
" 
" 
" 
" 
" 
" 
COMMERCIAL EXPENSE 
FOREWORD 
Commercial expense may be defined as that portion of the total cost which is incurred 
in the marketing, as distinguished from the production, of the commodity. It covers such 
items as packing and transportation, advertising, selling and general administration expenses, 
forming an impressive and, in some instances, a preponderant portion of the total cost. 
Among the diverse manufacturing interests represented in the personnel of this committee 
the group of commercial expenses was found to represent from a minimum of 15% to a maxi-
mum of 39% of the total net sales. 
The term cost, by general usage, refers to the manufacturing cost of a product, composed 
of direct material, direct labor, and manufacturing overhead expense. The importance of 
obtaining accurate manufacturing costs is axiomatic, and is today so recognized in success-
ful industries. I t would in fact be accurate to state that competitive industries today are 
successful largely because of their recognition of the fundamental importance of costs. To 
the intensive and practical development of cost accounting within their individual com-
panies and trade associations is due more than to any other factor the remarkable vitality 
and adaptability to changing conditions revealed by American manufacturing concerns dur-
ing the hectic years of readjustment through which we have just passed. 
Unfortunately this is not the case in regard to commercial expenses. When we 
consider these important charges, in relation to product, we are sailing an uncharted 
sea. In the bibliography of cost accounting, the subject receives scant treatment. The past 
few decades have constituted an era of production, in which exclusive attention has been paid 
to the mechanical development of plant, the increase of output, and the elimination of waste 
in the fabrication of materials. The result has been an ever-widening spread between the 
cost to manufacture and the selling price—a margin which has of late years reached alarm-
ing proportions. There is now a distinct demand for economy in the processes of distribution, 
and indications are that in the years which are to come this fundamentally important sub-
ject will receive more of the attention which it merits. 
In the accounting treatment of commercial expense there is a distinct tendency to 
the use of budgetary control, with resultant benefits. From the cost standpoint, while 
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there are doubtless many manufacturers who have given the subject careful consideration, 
the majority apply it as a flat percentage of sales, after the following manner: 
Product Product Product 
A B C 
Selling Price. 100% 100% 100% 
Factory Cost 59% 65% 74% 
Commercial Expense 28% 28% 28% 
Total Expense 87% 93% 102% 
Net Margin 13% 7% — 2 % 
Such a method overlooks the fundamental facts that some articles, on account of bulk 
and weight, incur a larger amount of packing and transportation expense than others; some 
larger selling expense than others; that some are advertised, while others should equitably 
bear little or no share of the advertising burden. The mis-information conveyed by such 
an erroneous application of Commercial Expense might easily lead to business disaster. 
If, upon examining his financial statement, the manufacturer of a line of one hundred 
articles were to state—"My cost of sales last year was 60%, therefore the cost of each of my 
products was 60% of its selling price," it would sound altogether absurd. And yet many 
firms apply their commercial expenses in this same fashion without any attempt at apportion-
ment or analysis. 
We have considered Commercial Expense under four logical groupings—Delivery, 
Advertising, Selling and Administration; and have endeavored to indicate under each head-
ing helpful forms of analysis and application of proper charges to products and to territories. 
We have kept in mind that the two essential lines of cost information which every successful 
manufacturer requires are: 
(1) The profit or loss in respect to each product or group of products. 
(2) The profit or loss in respect to each territory in which those products are sold. 
Recognizing that the subject can best be handled in detail by trade associations whose 
members have similar problems, we have only attempted to indicate the broad general out-
lines along which Commercial Expense Analysis may logically proceed. It is our earnest 
hope that some of the suggestions herein offered may prove of practical value to the member-
ship of the association. We shall be glad to receive any criticisms or comments which mem-
bers may have to offer in regard to the subjects discussed in this report. 
In the charts delineating accounting control of the various groups of Commercial ex-
penses we have shown in parallel columns budgetary appropriations and the actual expenses 
incurred during successive months and periods of the current year. The value of compari-
son with corresponding months of previous years should not be overlooked, and it is 
assumed that the executive will have this data available for his guidance. 
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DELIVERY EXPENSE 
Properly the first group of charges coming under the general head of Commercial Ex-
penses is Delivery. It is defined as the expense incurred in the storing, order picking, pack-
ing and transportation of Finished Product. 
I t is not properly a part of Manufacturing Cost, for it is at this point that uniformity 
ends and differentiation begins. For instance, you manufacture 10,000 units of Product 
"A" and place them in your finished stock room at a definitely figured cost. A portion is 
sold locally and delivered by motor truck packed in light corrugated cartons. Another 
portion is sold to a customer in Seattle, Washington, packed in standard wooden packing 
cases, either freight prepaid or F. O. B. cars at point of shipment. Still another is sold F. O. B. 
or F. A. S. New York, packed for export in heavy wooden cases, or perhaps in machine pressed 
bales covered with water-proof paper and burlap. You might even sell another portion 
C. I. F. Shanghai, China, in order to meet certain foreign competition. 
I t is evident then that to quote intelligently on Product "A" laid down at a given point 
you must start with its manufacturing cost and add thereto the definite cost of packing and 
out-freight, together with other commercial expenses, before arriving at the total cost which 
will form a basis for the fixing of a selling price. If this commodity happens to be heavy and 
bulky it might transpire that it could be sold quite profitably in adjacent territory, but at a 
very narrow margin in Texas and the far west. Due to information derived from a proper 
consideration of delivery costs you might fix one price for eastern territory, a slightly higher 
price for the Rocky Mountain States, and a still higher price for the Pacific Coast. 
I t is evident then that delivery charges present a cost problem in themselves, involving 
material, productive labor and overhead expense., but it is not a difficult one. Packing 
material and packing labor are the productive elements and the other items constitute the 
overhead expense, with the exception of transportation charges which form a separate item. 
Unit packing costs, both domestic and export, should be figured together with a record of 
unit shipping weights. These will prove invaluable in making estimates for quotation pur-
poses. 
To illustrate the fallacy of applying delivery as a flat percentage of selling price, one 
manufacturer reported that while his average charges were 5.5% of his sales, the variation 
was all the way from 2.5% in the case of local sales to 11.0% on certain export merchandise 
sold F.O.B. New York. 
Transportation costs may be accurately apportioned against both products and sales 
territories, if a carbon copy of each bill of lading be furnished the cost department, with the 
product number and territory number noted thereon. 
The following tabulation shows unit Delivery costs of products and the variations which 
may be expected. 
Product 
A 
B 
C 
D 
E 
F 
G 
Unit 
Price 
6.00 
9.00 
12.00 
20.00 
10.00 
25.00 
15.00 
Standard 
Packing 
.24 
.30 
.38 
.50 
.66 
1.05 
.66 
% 
4.0 
3.3 
3.2 
2.5 
6.6 
4.2 
4.4 
Average 
Freight 
.20 
.27 
.34 
.42 
.54 
.75 
.54 
% 
3.3 
3.0 
2.8 
2.1 
5.4 
3.0 
3.6 
Total 
Delivery 
.44 
.57 
.72 
.92 
1.20 
1.80 
1.20 
% 
7.3 
6.3 
6.0 
4.6 
12.0 
7.2 
8.0 
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There is, of course, no fixed relation between delivery cost and value of product, and to 
assume that there is, by pro-rating delivery charges, would be misleading in the extreme. 
The monthly apportionment of Delivery costs among sales territories is illustrated as 
follows: 
Territory 
1 
2 
3 
4 
5 
6 
7 
8 
Sales 
5592 
4735 
6190 
8476 
3691 
10412 
6386 
4745 
Standard 
Packing 
252 
199 
316 
322 
218 
521 
275 
228 
% 
4.5 
4.2 
5.1 
3.8 
5.9 
5.0 
4.3 
4.8 
Freight 
84 
85 
134 
195 
118 
292 
224 
209 
% 
1.5 
1.8 
2.0 
2.3 
3.2 
2.8 
3.5 
4.4 
Total 
Delivery 
336 
284 
450 
517 
336 
813 
499 
437 
% 
6.0 
6.0 
7.1 
6.1 
9.1 
7.8 
7.8 
9.2 
The packing charges vary with the class of merchandise sold and the out-freight charges 
both with class of merchandise and distance shipped. This gives an accurate insight into 
the cost of laying down goods in different sections of the country and the ratio at which dis-
tance from factory affects margin of profit. 
An effective way in which to make freight charges work favorably is to prepay and 
absorb all such expenses on orders above a certain sum. If fifty dollars is the minimum 
limit on prepaid freight the alert salesman always presses home this advantage when taking 
an order which passes the forty dollar mark, and there will be few orders sent in which fall 
just short of fifty dollars. 
There are of course many types of organizations which have no complicated delivery 
problems. Some sell their product packed in one standard way and always F.O.B. factory. 
For these to include packing as a part of their manufacturing costs would in the opinion of 
this committee be advisable. Manufacturers of tractors and motor trucks frequently do 
not pack their product at all and automobiles are often delivered from works to dealer under 
their own power. But to the majority of manufacturers Delivery Expense is a problem of 
real proportions, and one which if intelligently handled may materially influence the size of 
the quarterly income tax installments. 
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ADVERTISING EXPENSE 
Where the expenditure on account of advertising is small and relatively unimportant 
it is quite proper to carry it as a division of Selling Expense. In most large and successful 
organizations it assumes such proportions that it is administered separately from sales manage-
ment, and should of course be the subject of most careful analysis and consideration from the 
cost standpoint. 
In relation to product there are two classes of advertising: Specialty, which benefits 
the particular product advertised; and general or institutional which benefits the entire line. 
Because of its intangible nature and the fact that the benefits derived are deferred or 
diffused over an indefinite period, the expense connected with advertising must be handled 
in a more or less arbitary manner. The announced intention of future periodical publicity 
makes it possible for salesmen to "stock up" dealers in merchandise adequate to take care 
of the anticipated demand, and long after the date of publication the consumer demand may 
continue. Furthermore the cumulative effect of advertising done in past years is undoubtedly 
an important factor in the case of nationally advertised products. 
Package inserts are of no possible benefit until the article in which they are inclosed 
has been used by the consumer, while dealer helps, such as window displays and booklets 
for counter distribution, are generally utilized in future months rather than in the month 
in which they are issued. 
It is our opinion that where periodical advertising is continuous it is advisable to assess 
it on an equitable basis over the year in which the expenditure is made. In the case of such 
tangible items as window displays, merchandise samples, and booklets the charge should 
be made as these articles are sent out. Where strictly seasonal merchandise is involved 
the advertising charge can only equitably be allocated to the period of sales activity. 
The entire cost of specialty advertising should generally be placed against the product 
or group of products advertised, even though this class of publicity does to some extent 
benefit the entire line. I t is impossible to definitely determine the exact percent of benefit 
accruing to the other products, and to figure it on some such arbitrary basis as 20% or 25% 
often leads to erroneous conclusions. I t is better to confine recognition of this principle to 
the realm of mental reservation. 
Assuming that Products A, B and C are advertised specialties, the following method 
illustrates the assessment of unit costs: 
Unit 
Product Selling Price 
A 6.00 
B 9.00 
C 12.00 
D 20.00 
E 10.00 
F 25.00 
G 15.00 
General 
7% 
1.40 
.70 
1.75 
1.05 
Special at 
Definite 
Unit Rate 
.96 
1.44 
1.92 
Advertising 
Charge 
.96 
1.44 
1.92 
1.40 
.70 
1.75 
1.05 
% 
16.0 
16.0 
16.0 
7.0 
7.0 
7.0 
7.0 
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In spreading the advertising expense over sales territories we would suggest this pro-
cedure : 
(1) Local newspaper expenditures—to the territories benefited. 
(2) National periodical expenditures—to be pro-rated according to the published cir-
culations of the mediums employed. 
(3) Samples, displays, and tangible articles—to be charged to the territories benefited. 
(4) General charges—to be pro-rated according to sales volume. 
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12 
SELLING EXPENSE 
This includes all charges in connection with the Compensation and management of the 
sales force. 
The charges against Selling Expense may be arranged in two general groups: 
1. Salesmen: 
Salaries 
Bonus 
Commission 
Travelling Expense 
Automobile Allowances 
Samples 
2. Management: 
Salaries 
Travelling Expense 
Sales Promotion 
Rent 
Stationery 
Sundries 
The expenses accumulating in the first group are direct charges against the various 
territories. Those in the second group have to do with sales management and must be pro-
rated into the various territories according to some equitable plan. On the theory that 
each territory is entitled to the same amount of supervision, whether it gets it or not, the 
charge per territory would be obtained by dividing the number of territories into the total 
management expense. It might also be distributed in proportion to the relation which the 
selling costs of the individual territories bear to the total territory selling costs. 
If the salesmen sell a complete line of products and are compensated on the basis of 
flat salaries or flat commissions Selling Expense can only be assessed against product as a 
straight percentage of selling price. If this is done it will almost invariably develop that the 
men will push the line of least resistance goods which bear little or no net margin. The 
principle of compensating sales effort on the basis of net profit realized rather than on mere 
volume of sales will make for largely increased earnings for the salesman and a maximum of 
profit for the house. Many well managed organizations compensate their men on a sliding 
commission scale ranging from one percent on the less profitable items to ten or twelve per-
cent on the wide-margin lines. In that case each product will bear its own definite selling 
cost, with the exception of the small amount which must be added to cover management 
expense. 
Even where compensation in established territories is paid on a commission basis it is 
generally necessary to start salesmen in new territories on a fixed salary basis in order to 
assure them adequate living expenses during the development period. Sales managers are 
prone to be over-enthusiastic about mere volume of sales and forgetful that these outposts 
are frequently held at a loss which constitutes a serious drain on the vitality of the business. 
They are reluctant to abandon territories which have proved unproductive month after 
month and year after year, always claiming that success is just around the corner. These 
wastes can only be revealed by a territory profit and loss analysis such as is shown in chart 
five, which is of inestimable value in moulding sales policy along profit producing lines. 
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14 
ADMINISTRATION EXPENSE 
The charges accumulated under Administration have to do with the general super-
vision and conduct of the organization which cannot be accurately allocated to either Produc-
tion or Distribution. 
Chart IV shows what is considered to be a satisfactory arrangement of these expenses, 
from the standpoint of accounting control. 
Officers' salaries chargeable to Administration should include only the compensation of 
executive officers who devote their time to general business policy, finance, and co-ordination 
of the various functions of the organization. If a Vice President is in direct charge of sales, 
his compensation should be charged to Selling Expense, and if the Secretary acts as Adver-
tising Manager, his compensation should be shown under that classification. However, if 
the General Officers act only in an advisory capacity, the expense of specific departments 
should not be burdened with their salaries. 
The salaries of the general office departments should be charged against those depart-
ments and not to general clerical salaries. The lining up of these charges and other variable 
expenses in monthly parallel columns is essential from the standpoint of economy of manage-
ment. 
Administrative Expense can only be allocated against the Cost of Products on the arbi-
trary basis of percentage of Selling Price. 
I t may be assessed against the various sales territories, either as a percentage of sales 
or as a definite amount for each order billed during the month. The definite charge per 
order basis would be in accord with the service rendered by the general office departments, 
but would tend to impose too large a share of the management burden on territories which 
could not be expected to produce large orders. We believe that in most instances the per-
centage of sales method would be more equitable. 
15 
Ch
ar
t 
IV
 
A
dm
in
is
tr
at
io
n
 
E
xp
en
se
 
19
24
 
A
cc
ou
nt
in
g 
C
on
tr
ol
 
Su
m
m
ar
y 
(C
en
ts 
O
m
itt
ed
) 
N
et
 
Sa
le
s 
Sa
la
rie
s, 
O
ffi
ce
rs
 
Sa
la
rie
s, 
D
ep
ar
tm
en
ta
l: 
O
rd
er
 
a
n
d 
B
ill
in
g 
A
cc
ou
nt
in
g 
Co
lle
ct
io
n
 
C
os
t 
M
is
ce
lla
ne
ou
s 
R
en
t 
St
at
io
ne
ry
 
a
n
d 
Pr
in
ti
ng
.
 
.
 
Po
st
ag
e 
D
is
co
un
ts
 
In
te
re
st
 
Pe
ns
io
ns
 
Su
nd
rie
s 
A
nn
ua
l 
B
ud
ge
t 
A
m
ou
nt
 
$1
,65
6,0
00
 
48
,0
00
 
7,
20
0 
12
,6
00
 
7,
50
0 
12
,0
00
 
7,
20
0 
2,
40
0 
10
,0
00
 
3,
00
0 
15
,0
00
 
3,
60
0 
3,
00
0 
6,
00
0 
13
7,
50
0 
M
on
th
ly
 
B
ud
ge
t 
A
m
ou
nt
 
$1
38
,00
0 
4,
00
0 
60
0 
1,0
50
 
62
5 
1,
00
0 
60
0 
20
0 
83
3 
25
0 
1,
25
0 
30
0 
25
0 
50
0 
11
,4
58
 
%
 
2.
9 
.
4 
.
8 
.
5 
.
7 
.
4 
.
1 
.
6 
.
2 
.
9 
.
2 
.
2 
.
4 
8.
3 
Ja
nu
ar
y 
A
m
ou
nt
 
$1
17
,21
8 
4,
00
0 
58
0 
1,
04
4 
61
5 
1,
00
0 
58
5 
20
0 
91
5 
21
2 
1,
02
8 
25
0 
61
0 
11
,0
39
 
%
 
3.
4 
.
5 
.
9 
.
5 
.
9 
.
5 
.
2 
.
8 
.
2 
.
8 
.
2 
.
5 
9.
4 
Fe
br
ua
ry
 
A
m
ou
nt
 
$1
29
,88
5 
4,
00
0 
58
0 
1,
04
4 
61
5 
1,
00
0 
56
0 
20
0 
61
4 
20
4 
1,
16
0 
25
0 
56
6 
10
,7
93
 
%
 
3.
0 
.
4 
.
8 
.
5 
.
8 
.
4 
.
2 
.
5 
.
2 
.
9 
.
2 
.
4 
8.
3 
Pe
ri
od
 
A
m
ou
nt
 
$2
47
,10
3 
8,
00
0 
1,
16
0 
2,
08
8 
1,
23
0 
2,
00
0 
1,
14
5 
40
0 
1,5
29
 
41
6 
2,
18
8 
50
0 
1,
17
6 
21
,8
32
 
%
 
3.
2 
.
5 
.
8 
.
5 
.
8 
.
5 
.
2 
.
6 
.
2 
.
9 
.
1 
.
2 
.
4 
8.
8 
M
ar
ch
 
A
m
ou
nt
 
$1
43
,22
6 
4,
00
0 
58
0 
1,
04
4 
61
5 
1,
00
0 
57
9 
20
0 
86
5 
26
2 
1,3
79
 
19
0 
25
0 
49
4 
11
,4
58
 
%
 
2.
8 
.
4 
.
8 
.
5 
.
7 
.
4 
.
1 
.
6 
.
2 
.
9 
.
1 
.
2 
.
3 
8.
0 
Pe
ri
od
 
A
m
ou
nt
 
$3
90
,32
9 
12
,0
00
 
1,
74
0 
3,
13
2 
1,
84
5 
3,
00
0 
1,
72
4 
60
0 
2,
39
4 
67
8 
3,
56
7 
19
0 
75
0 
1,
67
0 
33
,2
90
 
%
 
3.
1 4 8 5 8 4 2 6 2 9 1 2 4 
8.
5 
COMBINING THE EXPENSES 
In the foregoing pages we have shown how the four groups of commercial expenses may 
be analyzed in their relations to products and to sales territories. Charts V, VI, and VII 
suggest some of the practical uses which may be made of these analyses, outside the domain 
of mere accounting control. 
The combining of the commercial and manufacturing expenses reveals the total cost of 
each product and the total expense chargeable to each sales territory, with the resulting 
profit or loss. These tabulations "tie up" with the accounting control summaries shown 
in Charts I to IV, inclusive, and provide for the responsible executives an invaluable insight 
into the conditions of strength or weakness which prevail in the fields of both production and 
distribution. The remedies which may be applied are obvious and the comparison of these 
reports month after month shows the progress which is being made. With such informa-
tion available and intelligently utilized it is impossible to stray far from the pathway of sane 
business policy, and the road to sound expansion and enlarged achievement is clearly indicated. 
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Th
e 
ab
ov
e 
re
po
rt 
sh
ou
ld
 
be
 
pr
ep
ar
ed
 
an
d 
iss
ue
d 
a
s 
so
o
n
 
a
s 
po
ss
ib
le
 
af
te
r 
th
e 
clo
se
 
of
 
ea
ch
 
m
o
n
th
 
o
r 
pe
rio
d.
 
It
 
sh
ow
s 
in
 
co
n
n
ec
tio
n
 
w
ith
 
ea
ch
 
ar
tic
le
 
m
ar
ke
te
d 
its
 
cu
rr
en
t 
Fa
ct
or
y 
Co
st 
a
n
d 
its
 
pr
op
er
ly
 
al
lo
ca
te
d 
co
m
m
er
ci
al
 
ex
pe
ns
es
,
 
th
e
 
su
m
 
of
 
th
es
e 
be
in
g 
th
e
 
to
ta
l c
o
st
.
 
It
 
w
ill
 
be
 
n
o
te
d 
th
at
 
th
e
 
m
ar
gi
ns
 
ra
n
ge
 
fro
m
 
m
o
st
 
sa
tis
fa
ct
or
y 
pe
rc
en
ta
ge
s 
do
w
n
 
to
 
lo
ss
es
 
in
 
th
e
 
ca
se
 
of
 
Pr
od
uc
ts 
K
 
a
n
d 
T
.
 
O
nl
y 
th
e
 
av
er
ag
e 
D
el
iv
er
y 
Ex
pe
ns
e 
is
 
sh
ow
n,
 
a
s 
it 
w
ill
 
be
 
ap
pr
ec
ia
te
d 
th
at
 
th
e
 
tr
an
s-
po
rta
tio
n
 
ch
ar
ge
s 
w
ill
 
v
ar
y 
fa
vo
ra
bl
y 
o
r 
u
n
fa
vo
ra
bl
y 
in
 
pr
op
or
tio
n
 
to
 
th
e
 
di
st
an
ce
 
sh
ip
pe
d,
 
a
n
d 
th
e
 
pa
ck
in
g 
co
st
 
w
ill
 
be
 
hi
gh
er
 
fo
r 
ex
po
rt 
th
an
 
fo
r 
do
m
es
tic
 
sh
ip
-
m
en
ts
.
 
T
he
 
sp
ec
ia
lti
es
 
(A
,
 
B
,
 
C
,
 
L
 
a
n
d 
M
), 
w
hi
ch
 
a
re
 
ch
ar
ge
d 
w
ith
 
hi
gh
 
ad
ve
rti
sin
g 
ex
pe
ns
e 
ha
ve
 
lo
w
er
 
pr
od
uc
tio
n
 
co
st
s 
w
hi
ch
 
al
lo
w
 
in
 
th
e
 
e
n
d 
a
 
sa
tis
fa
ct
or
y 
m
ar
gi
n.
 
Li
ke
w
ise
 
it 
w
ill
 
be
 
n
o
te
d 
th
at
 
th
e
 
Se
lli
ng
 
Ex
pe
ns
e 
v
ar
ie
s 
ac
co
rd
in
g 
to
 
th
e
 
m
ar
gi
n
 
po
ss
ib
ili
tie
s, 
w
hi
ch
 
sh
ow
s 
th
at
 
a
n
 
in
te
lli
ge
nt
 
ef
fo
rt 
is
 
be
in
g 
m
ad
e 
to
 
en
co
u
ra
ge
 
th
e
 
sa
le
sm
en
 
to
 
pu
sh
 
th
e
 
pr
of
ita
bl
e 
lin
es
.
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Th
is
 
re
po
rt 
is 
a 
fin
an
ci
al
 
st
at
em
en
t 
sh
ow
in
g 
th
e 
n
e
t 
pr
of
it 
o
r 
lo
ss
 
in
 
ea
ch
 
sa
le
s 
te
rr
ito
ry
.
 
It
 
is 
re
ad
ily
 
o
bt
ai
ne
d 
by
 
n
o
tin
g 
o
n
 
a 
ca
rb
on
 
co
py
 
of
 
ea
ch
 
in
vo
ic
e 
th
e 
Fa
ct
or
y 
Co
st 
a
n
d 
D
el
iv
er
y 
Ex
pe
ns
e 
of
 
th
e 
ar
tic
le
s 
so
ld
.
 
To
 
th
e 
su
m
m
ar
y 
of
 
th
es
e 
ite
m
s 
ar
e 
ad
de
d 
th
e 
m
o
n
th
ly
 
te
rr
ito
ry
 
ch
ar
ge
s 
fo
r 
A
dv
er
tis
in
g,
 
Se
lli
ng
 
an
d 
A
dm
in
is
tra
tio
n,
 
as
 
pr
ev
io
us
ly
 
ex
pl
ai
ne
d 
u
n
de
r 
ea
ch
 
of
 
th
es
e 
ca
pt
io
ns
.
 
If 
a 
te
rr
ito
ry
 
sh
ow
s 
a
s 
u
n
pr
of
ita
bl
e 
th
e 
re
as
o
n
 
w
ill
 
be
 
fo
un
d 
to
 
ex
ist
 
in
 
sm
al
l s
al
es
 
v
o
lu
m
e,
 
th
e 
cl
as
s 
of
 
m
er
ch
an
di
se
 
so
ld
,
 
o
r 
in
 
hi
gh
 
de
liv
er
y 
ch
ar
ge
s. 
If 
th
e 
lo
ss
 
co
n
tin
ue
s 
m
o
n
th
 
af
te
r 
m
o
n
th
 
ei
th
er
 
th
e 
te
rr
ito
ry
 
is 
n
o
t 
be
in
g 
pr
of
ita
bl
y 
co
v
er
ed
 
by
 
th
e 
sa
le
sm
an
 
o
r 
its
 
sa
le
s 
po
ss
ib
ili
tie
s 
a
re
 
so
 
re
st
ric
te
d 
th
at
 
it 
ca
n
n
o
t 
be
 
pr
of
ita
bl
y 
o
pe
ra
te
d.
 
In
 
ei
th
er
 
ca
se
 
th
e 
re
m
ed
y 
is 
o
bv
io
us
.
 
Th
e 
hi
gh
 
co
st
 
of
 
ex
po
rt 
sa
le
s 
is 
a
tt
ib
ut
ab
le
 
to
 
lo
w
er
 
m
er
ch
an
di
se
 
pr
ic
es
 
n
ec
es
sa
ry
 
to
 
m
ee
t 
fo
re
ig
n
 
co
m
pe
tit
io
n,
 
a
n
d 
th
e 
hi
gh
er
 
de
liv
er
y 
ch
ar
ge
s 
a
re
 
of
 
co
u
rs
e 
u
n
de
rs
ta
nd
ab
le
,
 
be
ca
us
e 
th
is
 
cl
as
s 
of
 
sh
ip
m
en
ts 
re
qu
ire
 
m
o
re
 
su
bs
ta
nt
ia
l 
pa
ck
in
g 
th
an
 
m
er
ch
an
di
se
 
so
ld
 
in
 
do
m
es
tic
 
te
rr
ito
rie
s. 
It
 
is 
as
su
m
ed
 
th
at
 
n
o
 
pe
rio
di
ca
l 
ad
ve
rti
si
ng
 
is 
do
ne
 
in
 
fo
re
ig
n
 
co
u
n
tr
ie
s, 
th
e 
ch
ar
ge
s 
he
re
 
sh
ow
n
 
be
in
g 
m
er
el
y 
th
e 
co
st
 
of
 
sa
m
pl
es
 
an
d 
bo
ok
le
ts 
di
st
rib
ut
ed
.
 
It
 
is 
al
w
ay
s 
po
ss
ib
le
 
to
 
ge
t o
u
t 
co
pi
es
 
of
 
th
e 
in
vo
ic
es
 
a
n
d 
m
ak
e 
a 
th
or
ou
gh
 
an
al
ys
is 
of
 
th
e 
sa
le
s 
in
 
a 
te
rr
ito
ry
,
 
sh
ow
in
g 
th
e 
re
su
lts
,
 
in
 
co
n
n
ec
tio
n
 
w
ith
 
in
di
vi
d-
u
al
 
cu
st
om
er
s,
 
v
ar
io
us
 
to
w
ns
 
v
isi
te
d,
 
et
c.
 
Th
is
 
in
fo
rm
at
io
n
 
m
ay
 
be
 
m
ad
e 
th
e 
ba
sis
 
fo
r 
su
gg
es
tio
ns
 
to
 
th
e 
sa
le
sm
an
 
w
hi
ch
 
w
ill
 
be
 
th
e 
m
ea
n
s 
of
 
gu
id
in
g 
hi
m
 
to
 
m
o
re
 
pr
od
uc
tiv
e 
ef
fo
rts
 
in
 
fu
tu
re
 
m
o
n
th
s. 
Ch
ar
t 
V
II
 
Sa
le
sm
an
, 
C
ur
tis
, 
E
.
 
L
.
 
T
er
ri
to
ry
 
N
o.
 
5 
Th
e 
ab
ov
e 
re
co
rd
 
sh
ow
s 
th
e
 
in
fo
rm
at
io
n
 
de
ta
ile
d 
in
 
C
ha
rt 
V
I a
pp
lie
d 
ag
ai
ns
t 
th
e
 
in
di
vi
du
al
 
te
rr
ito
ry
 
th
ro
ug
h 
su
cc
es
siv
e 
m
o
n
th
s. 
It
 
fa
ci
lit
at
es
 
th
e
 
in
te
n-
siv
e 
st
ud
y 
of
 
ea
ch
 
m
a
n
's
 
w
o
rk
.
 
T
he
 
di
sa
pp
oi
nt
in
g 
re
su
lt 
in
 
th
e
 
m
o
n
th
 
of
 
Fe
br
ua
ry
 
w
a
s 
fo
un
d 
to
 
be
 
du
e
 
to
 
th
e
 
fa
ct
 
th
at
 
du
rin
g 
th
e
 
w
ho
le
 
of
 
th
at
 
m
o
n
th
 
M
r.
 
Cu
rti
s 
w
as
 
tr
av
el
lin
g 
th
ro
ug
h 
th
e
 
sm
al
le
r 
to
w
ns
 
of
 
in
du
st
ria
l 
a
n
d 
m
in
in
g 
re
gi
on
s, 
w
he
re
 
la
rg
e 
o
rd
er
s 
in
cl
ud
in
g 
th
e
 
be
tte
r 
qu
al
iti
es
 
of
 
m
er
ch
an
di
se
,
 
co
u
ld
 
n
o
t b
e
 
ex
pe
ct
ed
.
 
Th
e 
v
al
ue
 
of
 
a
 
co
n
tin
uo
us
 
re
co
rd
 
sh
ow
in
g 
th
e
 
hi
st
or
y 
o
f e
ac
h 
te
rr
ito
ry
 
ca
n
n
o
t 
be
 
o
v
er
 
es
tim
at
ed
.
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